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AUSTRIAN  ACODfiNT  COMPENSATION  LAW. 


As  WM  to  be  Mpeeted  in  tbm  case  <tf  a  neighboriiig  stat^  AuBtria 
was  tiie  first  country  to  follow  Germany's  lead  in  the  matter  of  com- 
pulsory insurance  of  worldngmoi  against  acddoDts.  Hie  Austrian  law 
took  ^ect  at  the  end  of  1889  or  <mly  four  years  later  than  the  picmeer 

statute  on  the  subject.   While  thus  closely  following  Germany's  initial 

legislation,  the  Austrian  act  deviates  in  many  respects  from  the  German 
methods  of  accident  insurance  and  contains  some  novel  ideas. 

Scope  and  Original  Features. 

Covered  by  the  provisions  of  the  law  are  employees  in  industrial 
pursuits  (excepting  those  engaged  in  mining,  who  are  covered  by  a 
special  form  of  insurance),  those  employed  in  t^e  building  trades,  or 
in  forestry  or  transportation  enterprises,  and  agricultural  laborers  tend- 
ing machinery.  On  F^mary  Ist,  1913,  seamen  and  fishermen  were 
bronght  within  the  scc^e  of  the  act  Through  the  exclusion  of  most 
agricultural  risks,  dightly  over  four  miyixms  out  of  a  total  populalioii 
in  excess  of  twenty-«igkt  miUiims  wne  ooveted  in  1911  hy  this  form 
of  insuranee.  In  plaee  of  emplojen^  assodaticnu  f<nr  infividuiU  indus- 
ties  as  in  Genoany,  insurance  iiistituti<ms  inditing  all  empl<^ers  and 
their  workmai  witiiin  a  given  secttim  have  besn  estaUidied  mUmg 
geographical  lines.  Seven  in  all  of  these  have  been  formed  and  also  a 
separate  organization  extending  over  the  whole  country  and  witluii 
which  is  comprised  all  the  Austrian  railways. 

Why  Territorial  Institutions  Preferred  and  Wherein  Deficient. 

An  all  inclusive  territorial  form  of  organization  was  preferred  on 
account  of  its  greater  inherent  strength  and  solidarity.  It  was  argued 
that  if  membership  in  an  employers'  association  be  limited  to  those 
engaged  in  one  particular  industry,  all  might  be  more  or  less  affected 
or  crippled  in  case  a  severe  industrial  crisis  arose  in  their  special  trade, 
thereby  endangering,  perhaps^  the  financial  stability  of  the  organisa^ 
tion.  In  the  case  oi  a  tNritorial  instituticm,  howevo;  even  if  a  general 
business  depression  should  set  in,  some  paying  groups  of  industries 
could  almost  certainly  be  found  to  l^p  out  iuid  atcme  any  ftnaneiai 
weakness  disi^yed  by  the  depressed  ones. 

Nine-tenths  of  tlie  ^emiums  assessed  by  tiie  insuranee  instituticms 
and  which  are  intended  to  cover  ei^enses^and  losses  are  paid  by  ihm 
employers.  The  balance  is  defteyed  by  the  wcakmen.  When  an  accident 

S 


occurs,  a  sickness  society  furnishes  the  necessary  treatment  for  the 
first  four  weeks  (in  Germany  the  period  is  thirteen  weeks),  after 
-which  time  the  accident  insurance  institutions  take  charge  (KE  the  eases. 

Unlike  the  German  association,  however,  in  whose  hands  accident  in- 
surance and  accident  ]»reventlon  are  cantered,  the  Austrian  territotrial  or> 
ganizati<ms  on  a^ont  of  tihe  number  of  cBff erent  industries  insured  deson 
it  without  their  province  to  prescribe  rules  for  guarding  against  the 
oceunenee  of  aeddoats.  This  function  is  left  to  the  state  factory 
inspectors.  These  latter  are  imturally  not  under  as  great  an  incentive 
to  devise  methods  for  reducing  the  number  of  accidents  as  those  who 
have  to  directly  meet  the  cost  of  accident  insurance.  Indeed,  the 
Austrian  law  is  decidedly  deficient  in  not  providing  for  a  central  body 
similar  to  the  German  Imperial  Insurance  Office  with  power  to  prescribe 
and  enforce  accident  preventive  rules  and  to  introduce  a  uniform  system 
of  jurisprudence  regarding  the  interpretation  of  the  statute.  As  matters 
now  stand,  each  insurance  institution  is  a  law  unto  itself  and  conflicting 
decisions  as  to  what  constitutes  an  occupational  accident,  etc,  are 
the  results. 

Statistical  Data. 

The  following  figures  show  some  of  the  results  achieved  since  the 
law  took  effect: 


I  No.  Workmen  Insured  \ 

Agricultural 
Industrial  Establish- 

Estab-  ments  Using 
Year.         lishments.  Machinery.  Total. 

1890             893,324  338,494  1,231,818 

1891             957,525  412,238  1,369,763 

189t....  1,003,306  877,575  1,380,881 

1893   1,070,428  806348  1,466,270 

1894   1,124,675  473,729  1,598,404 

1895   1,381,307  495,887  1,877,194 

1896....  1,471,275  503,369  1,974,644 

1897   1,553,959  523,514  2,077,473 

1808   1,651,040  549,072  2,200,112 

1880....  1,600,606  684,866  2,334,561 

1900....  1,693,600  678,613  2,372,213 

1901....  1,725,582  804,596  2,530,178 

1902   1,722,925  812,592  2,535,517 

1903....  1,775,803  846,126  2,621,929 

1904   1,874,391  812,611  2,687,002 

1006....  1,913,008  803,215  2,806,223 

1006....  2,011,068  007,616  2,018,670 

1007....  2;111,720  918,732  3,030,452 

1908   2,222,221  938,918  3,161,139 

1909   2,265,624  1,443,409  3,709,033 

1910....  2,339,070  1,488,456  3,827,526 

1911....  2,436,250  1,581,631  4,025,881 


Wages  Insured. 
— IDHion  Kronen^ 

In-  Agrl- 


dustrial.  cultural. 


470.52 
515.86 
668.40 
607.00 

641.96 
866.66 
940.50 
997.98 
1,065.36 
1,114.78 
1,160.19 
1,188.76 
1,204.87 
1,248.95 
1,336.67 
1,387.98 
1,606.82 
1,662.15 
1,779.89 
1,890.38 
2,025.15 
2,182^1 


3.36 
5.48 
6.70 
«J0 

7.92 
7.98 
7.68 
8.40 
8.86 
10.00 
10.70 
10.54 
10.87 
11.42 
11.02 
12.05 
12.76 
13.22 
13.91 
17.59 
17.91 
21.05 


Total. 
473.88 
521.34 
660.10 
«68.ai 
649.88 
874.64 
948.18 
1,006.38 
1,074.22 
1,184.78 
1,170.80 
1,199.30 
1,215.74 
1,260.37 
1,347.69 
1,400.03 
1,610.08 
1,675.37 
1,793.80 
1,907.97 
2,043.06 
2,203.36 


(NOTE. — Wages  insured  in  agriculture  are  small  in  amount  for  the  rea- 
son that  the  individual  laborer  is  insured  on  the  average  only  nwe 
days  in  the  year.) 
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Total  Losses 

Incurred  Per  Cent 
in  Thousand  cf 

Year.  Kronen.  Wages. 

1890   412  .076 

1891   1,771  .225 

1892   1,773  .317 

1893   2,497  .413 

1804    8,882  .62 

1895   4,518  .617 

1896   6,307  .665 

1897   7,869  .782 

1898   9,587  .892 

1899   11,347  1.009 

1000   13,436  1.148 


Total  Losses 

Incurred  Per  Cent 

in  Thousand  of 

Year.             Xxobmh.  Wages. 

1901  i,,    15,185  1.266 

1902                   17,203  1.415 

1903                   18,732  1.486 

1904                   20,495  1.521 

1006                   22^08  1.607 

1006                  24376  1.606 

1907                    26,901  1.606 

1908                   29,698  1.606 

1909                   31,762  1.665 

1910                  33,401  1.636 


No.  of 
Accidents 
Reported. 

1800   16,041 

1801   21316 

1892   26,298 

1893   32,917 

1894   40,259 

1895   54,562 

1806    64,655 

1807   60388 

1898    75,146 

1899   79,260 

1900   80,534 

1901   81,605 

1902    84,003 

1008    88,166 

1904   99,744 

1905   103,735 

1906   109,118 

1907   119,052 

1908   128,435 

1000   120,188 

1010   188384 

lil^XX  «••■•••  •••••• 


Per  1,000 
Full-time 
Workers. 
10.40 
2436 
28.42 
34.98 
40.67 
44.84 
60.38 
62.02 
53.85 
55.10 
55.07 
55.07 
56.63 
68.06 
61.98 
63.04 
63.19 
65.23 
68.18 
8638 


No.  of 
Accidents 
Compensat'd. 

6,741 

8,784 

9,422 
10,901 
12,552 
16,395 
18,544 
10361 
20376 
22,666 
23,039 
24,134 
25,313 
26,460 
27,612 
28,787 
31,469 
33,492 
34,014 
32303 


Per  1,000 
Full-time 
Workers. 
8.20 

10.26 

10.54 

11.59 

12,68 

13.47 

14.45 

14.76 

15.03 

15.76 

15.75 

16.29 

17.07 

16.77 

17.16 

17.50 

18.22 

18.35 

18.05 

16.88 

17J8 

16.80 


Deaths 
548 
666 
574 
649 
670 
835 
929 
020 
977 
1,044 
1,003 
995 
901 
909 
1,037 
1,111 
1,089 
1,189 
1,207 
1352 
1,180 


Per  1,000 
Full-time 
.  Workers. 
.67 
36 
34 
.00 


.68 
.72 
.70 
.70 
.73 
.68 
.67 
.61 
.60 
.64 
.68 
.63 
.65 
.65 
.64 
38 
30 


<NOTEtw — ^Accidoits  compensated  indude  only  such  as  cause  a  disability 
in  excess  of  four  weeks,  which  ei^lains  their  rdative  imwllfwiw  as 
exmntimA.  with  the  numbw  of  aeddmts  r^orted.) 

Just  as  in  Germany  and  elsewhere,  the  number  of  accidents  reported 
has  shown  a  practically  unbroken  increase.  Relatively  speaking,  how- 
ever, they  are  about  as  numerous  as  in  1905  and  the  same  is  true 
of  the  accidents  compensated.  These  last  have  recently  formed  only 
one-quarter  of  all  accidents  reported  in  place  of  two-fifths  as  at  tihe 
outset  of  this  form  of  insurance;  indicating  a  disproportionate  gain 
in  the  numbw  of  minor  accidents  entailing  less  than  four  weeks'  dis- 
ability. Losses  incurred  have  likewise  mmmted  uninterruptedly  and 
were  at  tiieir  mailmni  hi  1810^  the  last  year  fer  wUeh  ^eutas  hwe 
be«i  vqpeirted. 

Hie  aeddart  ride  iraries  greatiiy  in  tibe  diff eient  Territorial  InstitiH 
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tions.  Thus  in  1910,  accidents  reported  per  1,000  full-time  workers  ran 
from  31.75  in  the  case  of  Lemberg  to  as  high  as  86.30  for  the  Vienna 
Inatitution,  while  accidents  compenaated  figure  wkg  tUdS  for  the  f ormeTt 
aa  against  21.10  for  the  latter. 

As  set  f  ortih  in  the  subjcHned  tabl^  there  is  also  a  wide  divergence 
between  the  premiBBUB  charged  and  the  amount  of  compttosattoii  awarded 
m  eases  of 


Scale  of  Compen- 

Maximum  Pre-  sation  Per  Case  of 

Territorial  Institatlim.            mimns,  Per  Cent  Disability^  Florins. 

Prague                                              8^9  118 

Vienna                                                   7.81  106 

Lemberg                                                7.10  110 

Triest                                                    7.00  94 

Briinn                                                      6.63  81 

Sfilzburg                                              6,00  81 

Graz                                                 6.00  71 

Among  the  data  published  annually  concerning  the  operations  of  its 
accident  insurance  law,  the  Austrian  government  furnishes  a  table  of 
the  number  of  days  workmen  in  various  occupations  are  employed  in 
the  course  of  the  year.  For  1910»  the  figures  run  as  follows: 

Average  Average 

No.  Days  No.  Days 

Occupation.                Employed.  Occupation.  Employed. 

Heating  and  Lighting  Plants   313    Clothing  and  Cleaning   278 

Textile  Industries    289     Railways  ^   260 

Machinery    288    Woodworking    234 

Iron  and  Steel  Work   286    Quarries    229 

Paper,  Leather  and  Robber..    286    Building    188 

Ch^ical  Indostry                   284  Average  fw  all  industrial 

Food  Products    281      piDTsnita  •   254 

Metal  Workers    280 

On  the  average,  therefore,  the  Austrian  workman  is  only  employed 
about  two-thirds  of  the  year  or,  to  be  more  exact,  seven  days  oat  of 

ten.  When  injured  in  an  occupational  accident,  he  receives  an  indem* 
nity  equal  to  60%  of  his  average  annual  earnings.  These  are  computed 
at  300  times  the  average  daily  wages,  but,  as  the  workman  usually 
finds  employment  only  for  254  days,  the  compensation  amounts  in 
reality  to  more  than  70%  of  annual  earnings.  In  certain  employments 
like  those  of  the  building  trades,  where  on  account  of  weather  condi- 
tions work  is  only  to  be  had  on  one  day  out  of  two,  the  compensation 
afforded  amounts  to  practically  100%  of  earnings.  If  Austrian  figures 
are  to  serve  as  a  guide,  therefore,  any  indemnity  greater  than  60% 
of  average  annual  earnings  computed  as  above  will  result  in  many 
Instances  in  unduly  high  rate  of  compensation  b^g  paid.  In  some 
euaea,  these  will  evrnt  exceed  the  workman's  average  earnings.  The 
dranoralising  effect  of  this  state  affairs  and  the  resultant  incentive 
to  the  injured  workman  to  prokfog  his  period  of  idleness  need  not  be 

dwdt  tlDM* 
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Cammt  CM  vs.  Capital  Reserve  Syateai. 

In  introducing  the  new  system  of  compulsory  workingmen's  accident 
insurance,  the  question  of  how  the  necessary  funds  should  be  raised  to 
indemnify  those  injured  gave  rise  to  an  acrid  controversy  in  Austria. 
Two  methods  were  suggested,  known  respectively  as  the  current  cost 
and  capital  reserve  plans.  Under  the  former,  outlays  are  met  from 
year  to  year  as  they  arise,  while  the  latter  calls  for  the  setting  aside 
of  snfitieient  amounts  to  cover  all  future  payments  on  account  of  losses. 
Thus  if  an  aoeidrat  should  eataH  an  estimated  loss  of  one  thousand 
dollars,  tihe-  capital  reserro  method  would  call  for  the  raaung  of  this 
entire  amount  at  once  instead  at  in  snail  equal  annual  burtaOamita  aa 
umfor  the  other  aptbem. 

So  far  Germany  has  bem  tiie  <mly  nation  to  adopt  ^  eurrent  eost 
plan.  In  determining  on  this  miethod,  the  German  autiuHities  were 
actuated  by  several  motives.  In  the  fbst  place,  tfa^  wished  to  place 
as  light  a  burden  as  possible  at  the  outset  on  Genium  industry  in  order 
to  lessen  its  handicap  in  international  trade  until  such  time  as  oQier 
countries  should  adopt  a  similar  form  of  accident  insurance.  Further- 
more, it  was  felt  that  low  premiums  at  the  start  would  result  in  a 
more  cordial  acceptance  and  support  of  the  new  system  by  employers. 
Again,  as  the  employers'  associations  under  the  proposed  system  of 
obligatory  accident  insurance  were  to  be  quasi-public  institutions  backed 
by  a  state  guarantee,  the  same  necessity  did  not  exist  for  accumulating 
full  loss  reserves  as  in  the  case  of  insurance  by  private  corporate  bodies. 
Lastly^  as  sums  set  aside  for  reserves  were  not  expected  to  earn  more 
thaw  four  per  emt  interest,  while  the  same  amounts  employed  in  trade 
and  industry  were  counted  upon  to  yield  a  return  of  seven  per  cent  or 
over,  the  less  csq^tal  was  withdrawn  from  productive  pursuits  for  the 
upbuilding  of  reswves,  it  was  contended,  the  greater  would  the  national 
wealtii  augment.  For  all  these  reasons,  the  Gmnan  officials  decided 
to  employ  the  eurrsnt  eost  tgrstem  for  meeting  aeddent  losses  witii  a 
gradual  upbuilding  of  small  reswves  i^:ainst  periods  of  d^msdon. 

After  many  heated  arguments  and  a  careful  sta^  of  tihe  mattmr, 
the  Austrian  lawmakers  rejected  the  curmt  eost  metiiod  in  favor  of 
the  capital  reserve  plan.  Agwist  tiie  former  it  was  i^ed  tiiat  em^ 
ployers  would  prefer  a  fixed  impost  and  stable  rates  to  bdng  yearly 
confronted  with  varying  and  constantly  mounting  charges.  Another 
objection  was  that  posterity  would  be  inflicted  with  the  payment  of 
previously  incurred  losses,  whereas  each  period  ought  to  shoulder  its 
own  burdens.  A  further  bad  feature  is  the  huge  amount  of  uncovered 
liabilities  (in  Germany  at  the  end  of  1911  these  were  estimated  at  1,100 
million  marks  or  close  to  80%  of  all  outstanding  liabilities),  whereas 
the  capital  reserve  plan  of  meeting  losses  as  they  occur  is  an  absolutely 
safe  system. 

Method  of  Defraying  iMHuraaee  Coats. 

Having  decided  on  the  capital  reserve  plan,  the  Austrians  proceeded 
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to  introduee  «  prmiom  systean  tor  Um  mtttOaxg  of  wtftnated  «q>endi- 
taras,  reriaiaml  «ftar  tt«  »pi»tien  of  Mch  ftve-yesr  period.  Saeh 
industry  ^  to  defray  the  lo«MS  eeeairinir  in  He  own  pnrltealar  brawk, 
and  the  idea  was  for  the  varioas  insnmnee  iBstttations  to  hmv  tteir 

income  sufficient  to  cover  all  charges.  How  far  these  estiimites  have 
proved  incorrect  can  be  seen  by  glancing  at  the  f(dlowing  table: 

Iteritorial  Insurance  Institutions. 


Yearly  Defi-  Total  Deft-     Receipts  in 

Year.  eits,  Kronen.t  eit,KT(nien.  Million  Kronm. 

1890   •574,480.92    7.57 

lg91   57,875.02  115,750  7.65 

1892   257,899.50  515,796  8.54 

1893   826,505.36  1,653,012  9.12 

1894    979,800.82  3,409,249  9.58 

1895    867,451.66  5,163,016  18.80 

1896   8362,010.72  11,820,038  15.11 

1897   2,839,346.40  14,674,990  17.24 

1898   1,340,127.90  15,993,806  20.43 

1899   7,533,404.70  23,300,297  22.47 

1900   4,077,243.04       •      27,377,540  26.78 

1901   4,505,921.01  81,883,461  28.16 

1902   6,936,217.28  88^19,679  27.89 

1908   10,509,965.12  49,770,721  29.64 

1904   5,746,106.65  55,534,512  31.41 

1905   4,983,448.27  60,460,924  33.76 

1906   7,751,037.61  68,022,280  37.71 

1907    6,688,951.11  74,711,231  43.22 

1908   5,086,778.58  80,098,688  48.72 

1909   724,237.79  79,732,513  49.37 

1910   *5,573,566.72  74,214,277  66.86 

1911   *7,084,586.28  69,021,566   

1912   *7,440,149.83  61,581,497  .... 

•Svrplas.       t^ioBA  equals  about  20.3  cents. 


The  striking  fact  to  be  noticed  in  the  foregoing  figures  is  the  extraor- 
dinary fluctuations  in  the  receipts  of  the  Insurance  Institutions,  ranging 
fyam  a  deficit  of  10%  million  Kronen  in  1903  to  a  surplus  of  7%  million 
in  1912.  Starting  with  a  handsome  surplus  as  the  result  of  the  first 
year^  ope>ati<nis,  the  Insnranee  InstitotiMs  showed  an  unbroken  series 
of  deficits  for  the  Eighteen  following  years.  At  tito  end  of  1908,  th«r 
assets  <mly  amounted  to  ISO  million  Kronm  as  against  HalnUties  in 
excess  of  210  ndlllmi.  In  the  last  few  years,  however,  tiie  pendolon  hu 
swung  the  other  way  and  very  censidwaMe  amroal  sorploses  are  now 
the  rule.  On  January  1st,  1918,  the  net  deficit  was  less  than  62  milli<m 
Kronen  or  not  quite  one-fourth  of  the  outstanding  liabilities,  which 
aggregated  255  million,  and  was  almost  entirely  confined  to  the  t«ro 
Institutions,  whose  headquarters  are  in  Vienna  and  Prague  respectively 
Although  headed  in  the  right  direction  now,  the  Austrian  Insurance 
Institutions  for  many  years  fell  far  short  of  their  announced  intention 
of  covering  losses  in  full  as  they  occurred,  and  have  yet  a  considerable 
deficit  to  overcome.  As  applied  in  Austria,  therefore,  the  capital  reserve 
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plan  of  defraying  costs  has  not  been  uniformly  lived  up  to.  Various 
causes  both  of  a  genmd  and  special  nature  have  been  responsible  for  the 
dMdmed  alMywing  nada  and  will  be  briefly  set  forth  hereafter. 

Reasons  for  Former  Deficits. 

At  tihe  ontaeky  it  should  be  ex^ained  that  the  premiums  of  the 
Ansferiaa  biaaranee  inalitntieBa  ane  baaed  npon  total  wages  paid  and 
are  ealeolated  bj  aaanmfav  a  eertain  baaie  rate  nurying  in  the  ditfersnt 
institiitions  from  OJW  to  0.09  per  cent  of  wages.  Establishments  insured 
are  then  appoitjened  to  12  dtteerent  risk  dassas  and  to  eaeh  dass  is 
assigned  a  eoeffident  of  so  many  times  tiie  basie  rate  to  dsoole  tha 
accident  risk  in  that  partieolar  group.  Thns  blast  foaaeeB  and  saw 
mills  are  placed  in  class  X  with  a  maximum  eoefifdent  rf  70.  Taking 
the  lowest  basic  rate  of  0.06  and  multiplying  this  by  the  cuuffficlmf 
just  named,  a  resultant  premium  of  4.20  per  cent  worics  out  for  theae 
two  industries. 

It  is  evident  from  the  foregoing  that  the  success  of  the  Austrian 
Institutions  in  balancing  their  accounts  depends  on  the  correctness  with 
which  premiums  are  adjusted.  If  these  are  wrongly  estimated,  income 
and  expenditures  will  be  separated  by  a  more  or  less  wide  margin.  Not 
having  any  reliable  accident  statistics  of  their  own,  the  Austrian  offi- 
dals  gnaged  their  premiums  at  the  start  according  to  the  accident  risk 
prevalent  among  1S»  worianen  insured  by  the  German  Employers' 
Assodalioos.  l%eee  soon  proved  to  be  inaeenrate  as  far  as  Ausbrian 
conditions  were  Maeetned,  and,  as  the  number  of  accidents  to  be  com- 
pensated rapidly  inmanttd.  liie  Austrian  hisorance  Institati<ms  were 
speedily  confronted  with  a  defielt  In  addition  fhey  were  financially 
unfavorably  affected  through  not  being  able  to  charge  mote  tban&67 
per  cent  as  a  maximum  ri*e^  urtdle  from  tfcte  vwy  inceptiim  cf  Austrfam 
workingmen's  accident  insurance  losses  in  certidn  industrial  pursuits 
ran  very  much  higher.  Tims  the  group  covering  the  maafuCseture  of 
earth  products  showed  average  losses  of  8.27  per  csat  f<wr  tihe  period 
1890-96. 

Aside  from  these  initial  handicaps,  extraordinary  variations  in  the 
risk  rates  occurred  in  some  of  the  occupations  insured  and  helped  to 
make  the  determination  of  proper  premiums  difficult.  A  few  such  fluc- 
tuati<Mis  are  set  forth  in  the  subjoined  table. 

r  Losses  in  Per  Cent  of  Wages  \ 

Industrial  Group.                 1890-96.  1897-01.  1902-06. 

Briquette  Making                          9-24  4.71  21.11 

Windmills  .TT!?.                           7.72  .08  13.55 

Steam  Plows                                  3.68  13.98  8.70 

Asphalt  Factories                          l.«8  O-W  6.16 

Gypsum  Mflls                                166  2.44  0.23 

Soap  Factories                               0.66  2.42  0.08 

Mowing  Machines                             2.86  4.50  8.18 

Heavy  Teaming                                5.88  8.15  9.33 

Precious  Stones  Cutting                   2.98  1.13  0.67 

Manufacture  Earth  Products  ....    8.27  5.10  2JP2 


Every  sort  of  change  is  to  be  found  in  the  foregoing  figures,  ranging 
from  an  unbroken  increase  to  a  uniform  decline.  Infinitesimal  losses 
in  one  period  are  preceded  or  followed  by  abnormally  heavy  losses  in 
another.  Under  such  circumstances,  it  becomes  almost  impossible  to 
measure  premium  requirements  correctly.  How  such  variations  in  the 
loss  rate  affect  the  financial  standing  of  the  industrial  group  con- 
cerned and  of  the  Insurance  Associations  as  a  whole  is  shown  in  the 
Mait  feUomiig  taUe: 


Fira  Bfekk  sad  Fire  Oay  MaMtectefkft. 

Losses  in  Premiums 

Period.  Per  Cent  of  Wages.  to  Losses. 

1890-96   0.92  93. 

1897-01   0^7  VL5 

1902-06  

Wire  Tack  Factories. 

1890-96   0.88  96.5 

1897-01   0.48 

1902-06   1-67  68J8 

Chain  Fer«iBC  Eatabliahments, 

1890-96   0.52  183. 

1897-01   0.90  118. 

1902-06   1*90  61.8 

MaeUne  Metal  Butteu  Facteviea. 

1890-96   0.50  135. 

1897-01   1.10  ^61. 

1902-06   OM  19SL 

Mautflirtare  Telegrapli  and  TdaplieBe  AMNurataa. 

1890-96   1.86  83. 

1897-01   1.09  127. 

1902-06   0.78  170. 

Mannf  actnre  Lead  PMcik. 

1890-96   1.11 

1897-01   0.82  m. 

1902-06    0.80  513. 

Here  again  we  find  all  sorts  of  conditions  represented.  Premiums 
are  frequently  less  than  two-thirds  of  loss  requirements  and  again  they 
are  more  than  double.  A  group  will  at  one  time  achieve  a  considerable 
surplus  and  then  in  the  next  period,  with  rates  remaining  unchanged, 
be  confronted  with  a  very  heavy  deficit.  Where  the  compensation  to 
be  paid  for  injuries  to  workingmen  varies  so  in  amount,  the  task  of 
determimiig  aciwtif ic  pFemium  rates  becomes  correspondingly  difficult. 
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In  view  of  these  wide  fluctuations  in  the  cost  of  worldngmen's  aeei«- 
dents,  it  follows  that  the  accounts  of  the  Austrian  Insurance  Inatita- 
tions  could  not  possibly  attain  the  desired  state  of  financial  equilibrium 
unless  the  officials  in  charge  were  empowered  to  vary  the  scale  of 
charges  frequently  and  promptly  to  meet  the  rapidly  changing  condi- 
tions in  the  modern  industrial  world.  Premiums  should  therefore  have 
been  subject  to  revision  as  often  and  as  soon  as  the  result  of  the 
financiiU  operations  for  any  given  year  were  known.  Yet  losing  sight 
of  the  necessity  m  many  cases  for  an  annual  revision  in  charges,  the 
Austoian  statute  <mly  provides  for  a  quinquennial  overhauling  of  rates. 
Althou^  they  may  find  their  receipts  insufficient,  the  Insurance  Insti- 
ixxtima  are  bound  by  the  oCfidal  tariffs  until  the  expiration  of  the 
five  year  period.  Almost  a  qnartor  of  a  century  has  elapsed  since  the 
Austrian  accident  craipnsaliesi  law  first  took  effect  and  yet  premium 
rates  have  <mly  been  thrice  syatraaatieaUy  revised  in  all  that  pwiod. 
With  revisions  taking  place  at  such  infrequent  intenrala  and  with  tte 
scale  of  charges  always  mounting  throu|^  the  constant  growth  in  the 
number  of  accidents,  it  is  no  wonder  that  the  Austrian  J^tisurance  hiMr 
tutions  showed  uniform  deficits  for  so  many  years. 

Not  only  are  the  insurance  bodies  restricted  to  stated  periods  for 
making  changes  in  risk  rates,  but  the  maximum  amount  which  they  can 
charge  is  also  limited.  The  highest  permissible  rate  today  is  only  8.59 
per  cent,  which  is  much  below  the  percentage  of  loss  occurring  in  certain 
groups.  Thus  the  one  covering  agricultural  food  cutting  machines 
reports  for  the  seventeen  years  1890-1906  losses  ranging  from  11.63  to 
14.42  per  CMit  Premiums  have  only  sufficed  to  meet  forty  per  cent  of 
the  losses  incurred  and  the  latter  have  exceeded  premiums  by  more 
than  2466,000  Kronen.  Inability  to  charge  sufficient  premiums  is 
therefore  another  ground  for  the  early  unfavorable  showing  of  the 
Insurance  Institutions. 

An  additional  eratributing  cause  towards  this  arose  through  the 
failure  ct  the  Austrian  autiiorities  to  make  any  allowance  for  a  possible 
depredation  in  the  nuu*ket  value  of  the  securities  in  which  the  funds 
accumulated  for  capital  reserve  and  other  purposes  might  be  invested. 
In  Austria,  however,  just  as  in  the  other  leading  security  markets  of 
the  world,  the  prices  of  all  high  grade  issues  have  been  steadily  de- 
clining in  value,  and  the  same  fete  has  befallen  the  invaatamits  of 
the  Insurance  Institutions.  Thus  in  1908  alone,  the  loss  in  tiwi  book 
value  of  securities  owned  was  more  than  two  per  cent  of  all  the  aggre- 
gate resources  of  the  Institutions  and  was  equivalent  to  one-tenth  ot 
the  total  amount  paid  for  compensation.  Nor  has  this  shrinkage  in  the 
principal  of  the  invested  funds  yet  stopped  or  ceased  to  affect  the 
financial  statements  of  the  insurance  organizations  unfavorably. 

In  preparing  their  scale  of  charges,  the  Austrian  authorities  esti- 
mated that  the  sums  yearly  set  aside  as  a  reserve  to  cover  losses 
incurred  would  yield  at  least  3%%  interest.  Accordingly  the  premiums 
demanded  were  calculated  on  the  supposition  that  this  rate  of  interest 
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would  be  in  every  case  obtained.  But,  as  the  Insurance  Institutions 
from  the  outset  failed  to  provide  sufficient  reserves,  their  yearly  deficit 
and  the  total  of  their  uncovered  liabilities  was  regularly  increased  by 
the  amount  of  interest  lost  on  the  capital  reserves  which  should  have 
been  provided,  but  were  actually  not  on  hand.  Already  exceeding  one 
aillioa  Kronen  in  1901,  this  forfeited  interest  grew  thereafter  with 
avalanche  like  rapidity  and  aommtod  to  2.8  million  Kronen  for  the 
yeu  1908  alrae.  To  thkt  iton  akme  k  aeevOaUe  etta4Mdf  e<  tte 
firffrttyfcy  daficift  ef  tile  iararaaee  Inetttotloiie. 

Whj  arngftnam  Nmt  AfttaisML 

As  pointed  oat  on  a  previous  page,  the  Aostriwa  territorial  inearaaee 
eof^anizations  have  since  1909  passed  from  an  era  €i  deficits  to  a  period 

of  regular  and  steadily  increasing  yearly  surpluses.  The  main  reason 
for  this  is  to  be  found  in  the  fact  that  lately  the  actual  and  relative 
number  of  accidents  compensated  has  remained  at  about  the  same 
figure.  This  and  the  circumstance  that  losses  have  remained  stationary 
when  measured  in  per  cent  of  wages  has  made  the  correct  estimation 
of  losses  easier.  Undoubtedly,  too,  premiums  are  being  more  closely 
adjusted  to  the  actual  loss  rate.  As  already  mentioned  before,  Austrian 
premium  charges  have  been  revised  three  times  since  the  initial  tariff 
rates  were  adopted  in  1889.  The  first  revision — effective  during  the 
years  1900-1904 — ^was  based  <m  the  nmnher  of  accidents  compensated  for 
ki  the  pwiod  1890-189&  The  scale  thns  devised  proved  entirely  inade* 
qnate,  however,  beeaaee  tibe  number  of  aeddrats  inenrred  drabiir  its 
life  tomed  out  to  be  so  very  much  higher  tium  anticipaked.  The  same 
is  tme  of  tiie  second  revirim  in  finroe  f  cr  the  years  1905-1909  and  com* 
pated  acc<»ding  to  the  acddait  statistics  obtained  in  the  period  1897- 
1901.  The  tariff  now  in  force  dates  from  January  Ist,  1910,  and  is 
the  first  one  founded  on  the  experience  of  a  quinquennial  period^vis: 
1902-1906 — ^where  the  loss  rate  incurred  was  no  higher  than  has  prevailed 
in  recent  years.  Hence  it  is  not  surprising  to  find  that  the  Insurance 
Institutions  are  now  showing  each  year  balances  on  the  right  side  of 
of  the  ledger. 

Furthermore,  the  financial  status  of  the  Insurance  Institutions  has 
been  materially  aided  through  a  change  in  the  statute  effective  from 
May  26th,  1909,  by  which  a  more  correct  reporting  of  payrolls  on  the 
part  of  employers  has  been  compelled.  Up  to  that  time,  the  Austrian 
employers  had  more  or  less  successfully  concealed  the  amount  of  their 
salary  lists  and  thus  escaped  paying  their  proper  assessment  quota.  The 
sum  total  of  wages  paid  had  to  be  stated,  but  not  the  names  of  t^e 
various  empl<^ees.  It  was  impossible,  therefore,  to  tell  whether  any 
indrridoal  workman  was  inetaded  in  the  wage  list  or  whetiier  his  wages 
had  been  correctly  put  down  or  not  Premiums  were  levied  on  partial 
wages  <mly,  while  losses  were  settled  for  always  cm  actual  wages  paid 
to  the  consequent  detriment  of  the  insurance  hocKes*    lids  state  of 
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affairs  has  now  entirely  ceased  and  receipts  and  fndwpnities  are  reck- 
oned  according  to  the  same  scale  of  earnings. 

Again,  petDsions  for  injuries  have  of  late  years  been  more  strictly 
CTffriaed  and  diecked  up  than  formerly.  In  some  instances — notably  in 
tiie  case  of  the  Inannmee  Institutions  for  Vi^um  and  vieini^ — the 
haUt  had  i^vailed  of  awarding  pnrion  witiioat  taking  into  account 
tiie  wages  earned  by  flie  workingman  subsequent  to  the  aeddmt.  TUs 
lax  pimctiee  has  recently  hem  changed  and  awards  are  being  made 
according  to  actual  loss  in  wage  eamh^  capaci^  shown  inaimd  of 
according  to  the  degree  of  physical  injury  suffered.  It  is  surprising 
indeed  that  this  reform  was  not  put  into  effect  sooner. 

Whatever  the  contributing  causes  may  have  been,  the  various  Aus- 
trian Insurance  Institutions  beginning  with  1909  have  succeeded  ia 
putting  their  finances  on  a  solvent  basis.  Each  year  is  showing  a  hand- 
some surplus  and  a  reserve  is  now  being  regularly  accumulated  to  reduce 
the  amount  of  the  uncovered  liabilities  previously  incurred.  In  the 
period  1910-12,  one-quarter  of  all  these  were  paid  off  and,  if  the  present 
policies  be  adhered  to,  and  no  rise  in  the  accident  rate  take  place,  the 
extinguishment  of  the  remaining  deficit  is  only  a  question  of  time.  With 
nenly  four-fifths  of  their  outstanding  liabilities  covered,  the  Austrian 
Insurance  Oi^tanixations  are  in  a  much  stronger  financial  position  than 
the  Qevmaa  hisiiraiice  Employera'  Associations,  whose  reserves  at  the 
Mi  of  mi  were  lees  tiian  one-qaatter  of  the  estimated  €apitali»ed 
vahwe  9i  9&  osteteB^iig  towas. 

Oendadteg  Dedwtfe—  frem  AMteiw  KipwifaW' 

From  the  study  of  Austrian  experience  witii  woarldnffBMa's  aeeidflKfc 
insurance,  a  number  of  valuable  conclusions  mKf  be  drawn.  First  of  ally 

it  is  apparent  that  the  desired  state  of  financial  equilibrium,  where  in* 
come  and  loss  requirements  balance,  cannot  be  attained  unless  premium 
rates  are  properly  adjusted.  A  correct  estimation  of  these,  however,  de- 
pends on  the  accident  risk  in  the  various  employments  insured  being 
known  with  some  exactitude.  Reliable  data  on  this  point  is  usually 
lacking  at  first,  and  so  a  country  initiating  this  form  of  -legislation  has 
to  rely  on  the  experience  of  other  nations.  But  accident  statistics  g^ath- 
eted  elsewhere  are  apt  to  prove  faulty  for  a  multitude  of  reasons.  Even 
in  efferent  districts  of  the  same  country,  great  variations  in  the  degree 
of  accident  risk  will  appear,  as  diown  by  the  record  of  the  individual 
Awtarin  Iniorance  InsUUitkms.  Hence  rates  sufficient  to  cover  all 
saQMndttuMS  aeeopdfaig  to  foareigii  ea^earienee  are  found  to  be  mora  w 
lesa  inapplieable  when  pot  into  fovea  bi  a  new  Jnriedietion.  We  need 
only  recafi  the  disaskroos  fbumelal  iword  made  by  Ubie  Dofedi  and  Nm^ 
wegian  state  insnraince  d^artmmts  at  the  ontoet  of  earemi  wlwa 
they  were  governed  by  Austrfam  accidrat  f igures» 

Another  factor  which  makes  the  calculation  of  correct  prradnm  ratee 
difficult  is  the  steady  rise  in  the  numbor  of  accident  cases.  WheliMnr 
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due  to  increasing  industrial  hazards  or  to  a  more  active  prosecution  of 
claims  for  injuries  before  deemed  too  insignificant  to  notice*  the  fact  is 
incontestable  that  the  introduetioa  of  compulsory  accident  insaianee  for 
workingmen  has  been  ererywiiore  attended  by  a  rmiaricable  increase  in 
the  ninaber  of  reported  aecidmla.  This  is  sMldngly  brought  out  in  the 
following  table  giving  the  number  of  reported  acddrats — either  per 
1,000  workmem  or  per  1,000  f idl-time  workrn  insured— for  the  first  year 
after  the  inauguration  of  the  new  f wm  of  insurance  and  again  for  the 
year  1911. 

No.  Accidents  Reported 


Country.  for  First  Year.  For  1911. 

Austria    19.49  UM 

France    68.4  99.1 

Germany    27.42  52.83 

Holland   65.9  81.2 

Italy   98^4  170.18 


In  Germany  and  Austria,  which  were  the  pioneer  states  in  introducing 
workingmen's  accident  insurance,  reported  accidents  have  doubled  and 
trebled  respectively^  while  Holland,  the  most  tardy  of  the  nations  on  this 
list  in  adopting  this  kind  of  legislaticm,  shows  an  increase  of  only  one- 
quarter.  How  fast  or  to  what  eartent  acddnts  will  gain  in  number  cm- 
not  possibly  be  predicted  in  any  giY«  case.  Unless  Ihis  upward  trend 
in  accident  cases  be  taken  properly  into  account,  however,  prmaitinis  are 
bonnd  to  be  wrongly  estimated. 

Again,  a  distnrt^^;  element  arises  through  fluctuations  in  the  degree 
of  risk  in  different  industries.  This  has  been  clearly  brought  out  in  the 
review  of  Austrian  statistics  and  need  not  be  further  dwelt  upon.  The 
same  proportion  of  accidents  may  occur  for  year  after  year  in  a  given 
occupation  and  be  followed  all  at  once  by  some  wholly  unforeseen  in- 
crease, which  will  upset  all  previous  calculations.  If  premiums  and  losses 
are  to  remain  in  proper  accord  therefore,  due  allowance  has  to  be  made 
for  sudden  and  unlocked  for  changes  in  the  loss  rate. 

On  account  of  all  these  conflicting  and  varying  circumstances,  a  cor- 
rect estimate  of  the  cost  of  insuring  workingmen  against  accidents  cannot 
be  arrived  at  in  advance.  Many  years  statistics  are  required  for  the  loss 
rate  in  the  various  industries  to  be  determined  with  the  necessary  degree 
of  exactitude  and  these  statistics  are  based  on  past  and  not  on  present 
c<mditions«  It  is  futile  too,  to  proceed  on  the  theory  adhered  to  in  several 
European  countries  tiliat  staMlily  of  rates  is  either  practicable  or  desirable* 
EquaUbr  mistaken  is  the  plan  ct  fixing  raaxfanum  rates,  for  they  have 
always  proved  to  be  ini^equate.  The  only  proper  method  is  to  provide 
for  the  prompt  and  frequent  revkii<m  of  rates  preferably  at  the  end  of 
every  twelve  months. 

Another  fact  to  be  borne  in  mind  in  determining  rates  is  that  the  de- 
fraying of  total  requirements  is  the  main  object  to  be  striven  for.  K 
only  losses  in  each  particular  group  be  taken  into  consideration,  the  finan- 
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cial  machinery  is  apt  to  be  thrown  out  of  gear  through  failure  to  allow  a 
sufficient  margin  for  unforeseen  ccmtingencies  like  shrinkage  in  the  prin- 
ciple of  the  securities  in  which  the  reserve  funds  are  invested.  Rates 
dioold  be  adjusted  tiMMf ore  not  only  to  coof orm  to  ^  risk  eonditioiis  in 
individual  industries,  tmt  also  to  fit  into  tiie  Inroador  and  more  essential 
scheme  of  havinc  the  total  burcbm  of  costs  coverad  as  it  arises.  Only  in 
this  way  can  a  sound  financial  conditim  be  attained  and  a  wide  diver- 
gence between  income  and  expmditures  avoided. 

In  conclusion,  the  necessity  of  accumulating  large  reserves  from  the 
very  start  of  all  workingmen's  accident  insurance  systems  cannot  be  too 
strongly  emphasized.  Conditions  are  so  uncertain  and  so  unstable  and 
the  margin  for  error  so  great  that  absolute  financial  security  can  alone 
be  obtained  only  if  funds  are  accumulated  in  excess  of  actually  foreseen 
requirements.  If  premiums  are  originally  fixed  at  a  sufficiently  high 
figure  and  if  the  customary  rise  in  the  number  of  accidents  and  the 
attendant  loss  burden  then  takes  place,  an  increase  in  rates  so  unsettling 
to  industoy  may  be  in  a  large  measure  obviated.  Usually  charges  have 
been  made  as  low  as  possible  at  the  beginning  in  order  to  secure  the 
cordial  support  of  employers  for  the  new  system,  but  their  hearty  good- 
will is  far  more  likdy  to  be  obtained  and  retained  if  no  uncertainty  as  to 
costs  prevail  and  rates  do  not  have  to  be  omturaally  screwed  upwards. 
Lastly,  it  is  a  fiur  sounder  pdiey  to  overcharge  at  the  outset  and  to  allow 
rebates  on  premiums  afterwards  than  to  pursue  tiie  conteary  poUey  whidi 
usually  results  in  » large  part  of  losseii  remaining  mieovwed. 
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